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This dissertation consists of two essays on developing new methods for testing the Arbitrage Pricing Theory
(APT) and the Present Value Model (PVM), and one essay on correcting heteroskedasticity and cross-
sectional correlation in panel study by using the Newey-West Adjustment Matrix. In the first essay, I
develop an autoregressive method for testing the APT. Unlike methods currently being used in the literature,
this method does not require prior estimation of factor loadings and risk premia. The new methodology is
based on the observation that past returns of an asset carry information about its exposure to systematic risks
and thus can be used to construct ex post risk adjustments for the asset via a cross-sectional autoregressive
model. I derive several testable implications of the APT and drop a crucial assumption that factor risk premia
are constant. The approach is robust to changes in factor loadings in some cases. I find little evidence that
firm size contribute additional explanatory power to that of factor loadings in the APT model. The second
essay studies the rational expectations present value model with variable expected returns. I develop an
econometric method with which (i) to test a general model of expected returns and (ii) to test a linearalized
version of the present value model. I find that share dividend-price ratios carry information about the
structure of future dividend growth. I also find that the rejection of the present value model is dependent
upon the variability of expected returns. The third essay is an outcome of joint work with Whitney Newey.
We show that the Newey-West adjustment matrix can be very useful for correcting heteroskedasticity
andcross-sectional correlation in panel studies. We apply that adjustment procedure to the vector
autoregression model of Holtz-Eakin, Newey and Rosen and develop a chi-square test to determine the
number of pervasive economic factors in an approximate factor model. Our empirical results su
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From reader reviews:

Erich Arnold:

What do you about book? It is not important together with you? Or just adding material if you want
something to explain what you problem? How about your extra time? Or are you busy particular person? If
you don't have spare time to perform others business, it is make one feel bored faster. And you have free
time? What did you do? Every person has many questions above. They should answer that question since
just their can do which. It said that about book. Book is familiar in each person. Yes, it is proper. Because
start from on pre-school until university need that New Methods for the Arbitrage Pricing Th to read.

Kevin Hamby:

The ability that you get from New Methods for the Arbitrage Pricing Th will be the more deep you rooting
the information that hide inside words the more you get enthusiastic about reading it. It doesn't mean that this
book is hard to understand but New Methods for the Arbitrage Pricing Th giving you joy feeling of reading.
The copy writer conveys their point in specific way that can be understood simply by anyone who read the
item because the author of this reserve is well-known enough. This specific book also makes your
vocabulary increase well. Therefore it is easy to understand then can go along with you, both in printed or e-
book style are available. We propose you for having this particular New Methods for the Arbitrage Pricing
Th instantly.

Jean Hogue:

Do you have something that you want such as book? The reserve lovers usually prefer to pick book like
comic, brief story and the biggest the first is novel. Now, why not trying New Methods for the Arbitrage
Pricing Th that give your entertainment preference will be satisfied by reading this book. Reading behavior
all over the world can be said as the opportunity for people to know world a great deal better then how they
react when it comes to the world. It can't be mentioned constantly that reading behavior only for the geeky
man but for all of you who wants to be success person. So , for all you who want to start examining as your
good habit, you are able to pick New Methods for the Arbitrage Pricing Th become your starter.

Herbert Knight:

As we know that book is very important thing to add our know-how for everything. By a book we can know
everything you want. A book is a pair of written, printed, illustrated or blank sheet. Every year had been
exactly added. This reserve New Methods for the Arbitrage Pricing Th was filled regarding science. Spend
your extra time to add your knowledge about your scientific disciplines competence. Some people has
several feel when they reading the book. If you know how big benefit of a book, you can really feel enjoy to
read a e-book. In the modern era like right now, many ways to get book that you just wanted.
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